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toward an
ecological economy
By Robert Costanza

l

ester Brown does an excellent job of describing what
an ecological economy might
look like, at least in its technical dimensions. He also points out that “if
economic progress is to be sustained,
we need to replace the fossil-fuelbased, automobile-centered, throwaway economy with a new economic
model.”
To do this, we need to create a new
vision of what the economy is, what
it is for, and how to measure success.
What is “economic progress,” after
all? The “economy” we usually hear
about refers only to the market economy—the value of those goods and
services that are exchanged for
money. Its purpose is usually taken
to be to maximize the value of these
goods and services—with the assumption that the more economic activity there is, the better off we are.
Thus, the more GDP (which measures aggregate activity in the market economy), the better. But the
purpose of the economy should be to
provide for the sustainable wellbeing of people. That goal encompasses material well-being, certainly,
but also anything else that affects
well-being and its sustainability.
There is substantial new psychological research in the emerging “science of happiness” that shows the
limits of conventional economic
income and consumption in contributing to well-being. If we want to
assess the “real” economy—all the
things that contribute to real, sustainable, human welfare—as opposed to only the “market” economy, we have to measure the
non-marketed contributions to
human well-being from nature; from
family, friends, and other social relationships at many scales; and from
health and education.
One convenient way to summarize
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these contributions is to group them
into four basic types of capital that
are necessary to support the real,
human-welfare-producing economy:
built capital, human capital, social
capital, and natural capital. Brown
acknowledges the importance of natural capital in supporting human
welfare, and here I’d like to flesh out
some of the implications of this for
redefining economic progress.
In the future ecological economy,
we will not be able to sustain an
ever-increasing gross domestic product, and we will not want to. GDP is
limited, measuring only marketed
economic activity or gross income. It
also counts all of this activity as positive. It does not separate desirable,
well-being-enhancing activity from
undesirable, well-being-reducing activity. For example, an oil spill
increases GDP because someone has
to clean it up, but it obviously detracts from society’s well-being.
From the perspective of GDP, more
crime, more sickness, more war,
more pollution, more fires, storms,
and pestilence are all potentially
good things, because they can
increase marketed activity in the
economy.
GDP also leaves out many things
that enhance well-being but are outside the market. For example, the
unpaid work of parents caring for
their own children at home doesn’t
show up, nor does the non-marketed
work of natural capital in providing
clean air and water, food, climate
regulation, and a host of other
ecosystem services, estimated in aggregate to be worth significantly
more than GDP. Finally, GDP takes
no account of the distribution of
income among individuals. But it is
well known that an additional $1
worth of income produces more
well-being if one is poor rather than
www.wfs.org

rich. It is also clear that a highly
skewed income distribution has negative effects on a society’s social
capital.
We need much better ways of
measuring real well-being. One attempt, the Genuine Progress Indicator (GPI), addresses these problems
by separating the positive from the
negative components of marketed
economic activity. It also adds in estimates of the value of non-marketed
goods and services provided by natural, human, and social capital, and
it adjusts for income-distribution effects. While it is by no means a perfect representation of the real wellbeing of the nation, GPI is a much
better approximation than GDP.
While GDP has steadily increased in
the United States since 1950, with the
occasional dip or recession, GPI
peaked in about 1975 and has been
gradually decreasing ever since.
From the perspective of the real
economy, as opposed to just the market economy, the United States has
been in recession since 1975.
An ecological economy would
thus have to redefine “economic
progress” to mean not merely
“growth in GDP,” but rather improvement in real, sustainable
human welfare—something more
akin to GPI. In fact, GDP may have
to go down so that GPI can go up.
This is not a sacrifice. Quite the contrary. It would be a real improvement in our sustainable quality of
life (as opposed to a misleading
measure of gross activity). It would
help us to create a compelling and
positive shared vision of a significantly better future. Without creating
such a vision, we stand little chance
of achieving it.
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